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A  permanent,  prosperous  grain-producing  industry  in  the  United 
States  requires  that  the  movement  of  grain  from  farms  to  consumers  take 
place  with  profitable  returns  to  the  growers.   There  are  two  phases  to 
the  problem  of  "bringing  about  this  result.   Ore  is  to  so  plan  production 
that  consumers'  demands  "ill  "be  met  as  closely  as  possible  ffith  grain 
of  high  quality  produced  at  a  low  cost  per  bushel,  and  the  other  is  to 
secure  maximum  returns  for  the  crop  when  it  Is  produced.  Profits  in 
grain  production  in  the  long  run,  as  in  industries  of  all  hinds,  depend 
upon  the  closeness  with  which  consumers'  demands  are  forecast,  and  the 
closeness  with  which  production  is  based  upon  the  anticipated  require- 
ments. There  is  much  to  be  said  en  the  production  side  of  this  question, 
but  in  this  paper  the  major  emphasis  will  be  placed  on  that  phase  of 
the  marketing  problem  which  relates  to  the  physical  movement  and  dis- 
tribution of  the  crop,  once  it  has  been  produced.   The  drift  of  thought 
in  the  public  mind  has  been  in  this  direction.  But  we  also  need  to 
emphasize  the  broader  viewpoint  -  that  efficient  grain  marketing 
requires  the  movement  of  grain  to  consumers  at  prices  that  will  maintain 
the  grain-producing  industry  upon  a  permanent  and  profitable  basis,  and 
this  broader  viewpoint  must  include  other  objectives  than  merely  that 
of  narrowing  the  margin  of  marketing  coots. 

The  Grain  Marketing  Structure 


The  structure  of  the  grain  market  is  so  colossal  and  complicated 
that  failure  to  grasp  the  fundamental  principles  involved  in  the  marketing 
process  is  not  unusual.  The  magnitude  of  the  marketing  machinery,  of  the 
rail  and  water  transportation  facilities,  of  the  financial  and  other  com- 
mercial agencies,  which  ere  involved  in  the  movement  of  the  hundreds  of 
millions  of  bushels  of  wheat  ard  other  grains  from  the  farms  to  the  con- 
sumers of  the  world  tends  to  obscure  a  recognition  of  the  essential  ser- 
vices which  are  rendered  as  the  grain  passes  through  the  channels  of  trade. 


I       UNIV  op  fl  LIB. 
DOCUMENTS  DEPT 


DEPOSITORY 


-  2  - 

A  multitude  of  marketing  services  are  required  to  place  wheat 
and  other  grain  in  the  places,  at  the  times  and  in  the  forms  that  "best 
satisfy  consumers'  demands.  The  fact  that  these  grains  are  not  used  as 
they  come  from  the  farm,  that  the  production  period  is  short,  that  grain 
is  "being  harvested  during  several  months  in  the  area  between  Texas  and 
Canada,  and  throughout  the  year  in  the  different  countries  of  the  world, 
and  that  production  is  more  or  less  localized  in  areas  distant  from  con- 
suming centers,  makes  clear  the  necessity  for  a  highly  specialized  system 
of  marketing.  These  conditions  require  the  provision  of  machinery  for 
assembling,  warehousing,  processing,  transporting,  financing,  standardiza- 
tion and  grading,  risk  hearing,  distributing  and  selling. 

Development  of  present  iiarketinA  Structure 

In  the  early  days  in  the  Eastern  United  States  the  pioneer  farmer 
was  highly  self-sufficient.  He  raised  his  wheat,  ground  his  own  flour, 
and  made  his  own  bread.  He  laid  by  stores  of  wheat  in  his  own  granaries 
in  years  of  plenty  to  meet  requirements  in  years  of  scant  production.  The 
marketing  process  was  comparatively  simple. 

The  grain  marketing  structure  and  problems  with  which  we  are 
familiar  came  with  the  development  of  the  Kiddie  west.  Wheat  growing 
moved  westward  to  the  fertile  prairies  of  the  Midwest  and  to  the  Pacific 
Coast.  Railroads  were  built,  inland  water  transportation  was  developed, 
and  harvesting  machinery  was  perfected.   The  need  for  additional  facilities 
and  agencies  to  perform  other  services  develowod  coincidentally  with  the 
expansion  of  the  industry. 

Simple  loading  platforms  and  country  elevators  :;ere  provided  to 
unload  quickly  and  cheaply  and  to  handle  grain  preparatory  to  leading  it 
into  the  cars  for  shipment.  Railroads  met  the  needs  of  grain  producers 
and  built  lines  from  grain-producing  sections  to  consuming  centers  or 
seaboard  points,  established  switching  and  loading  service  and  developed 
cars  and  motor  equipment  to  transport  grain  by  efficient  methods  and 
direct  routings.   Hills  were  erected  at  advantageous  points  to  convert 
wheat  into  flour.   As  the  distance  between  farm  and  consumer  widened, 
additional  agencies  developed  to  facilitate  the  trading  between  farmers 
and  consumers.   Central  or  terminal  markets  were  developed  at  strategic 
points.   Grain  exchanges  facilitated  trading.   Warehouses  for  storing 
supplies  until  needed,  facilities  for  financing  and  transporting  wheat 
and  other  products,  grading  and  inspection  agencies,  and  market  news 
service  were  all  natural  developments  brought  about  by  the  agricultural 
and  commercial  growth  of  the  nation. 

History  of  Farmer  Elevator  Development 

As  new  grain-producing  regions  >vere  opened  and  railroads  pushed 
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out  to  serve  then,  ao  local  capital  or  ingenuity  to  provide  facilitii 
for  handli  dlable.  Outside  capital  was  needed  to  build 

elevators.  As  a  result,  large  coi         tally  operating  from 
markets  were  forced,  each  of  -hie      Lred  elevate:  s  at  many  cc 
points.  These  are  referred  to  as  line  elevator  co.      5.  This  de- 
velopment .-as  especially  noticeable  in  the -spring  on.  U 
lines  of  elevators  .-ere  established  by  Liia  i  apoiis  mill  and  terminal 
grain  companies  throughout  -western  Minnesota,  the  Dakotas  and  Montana. 
Much  the  same  development  occurred  in  earlier  days  in  Iowa,  Illinois 
and  the  Southwest. 

When  agriculture  became  'better-  established  in  these  regions  and 
producers  .-ere  able  to  turn  to  problems  other  than  growing  crops,  local 
marketing  conditions  Tbegan  to  receive  attention.  Dissatisfaction  with 
the  price  policy,  grading,  and  docking  practices  of  line  elevators  de- 
veloped to  the  point  of  antagonism  and  ever,  bitter  opposition  to  the 
existing  system.  This  dissatisfaction  was  increased  by  the  deflation 
folio  Ing  the  Civil  Uar  and  resulting  low  prices  for  grain. 

The  attempt  of  the  part  of  agriculturists  to  remedy  these  con- 
ditions resulted  in  the  organization  of  many  farmer  elevator  companies 
during  the  late  sixties  end  throughout  the  decade  1270-SO.   The  farwers1 
elevators  formed  during  this  period  were  not  always  properly  organizec  - 
In  many  cases  adequate  capital  was  not  available  for  operating  purpos 
In  general,  experienced  managers  were  not  obtained.   Competition    Lng 
the  seventies  became  very  keen.  And,  finally,  as  a  result  of  this  cc  - 
bination  of  circumstances,  the  former  elevator  movement  had,  by  1SS0, 
ail  but  faded  out  of  the  picture.  But  two  very  definite  results  may  be 
credited  to  this  first  movement:   It  demonstrated  mat  farmers  could 
do  end  convinced  them  that  they  need  not  submit  tc  unsatisfactory  con- 
ditions in  'che  marketing  of  grain;  and  it  provided  s   fund  of  valuable 
experience  for  later  use. 

Between  1SS0  and  I90U ,  a  second  period  of  farmer  elevator 
activity  held  the  interest  of  both  grain  producers  end  those  engaged  in 
tnc  marketing  of  the  product.   The  farmer  Alliance,  e   new  economic 
organization  formed  in  i£S5»  'as  largely  responsible  foi  the 
of  interest  in  grain  -marketing.  Ty  this  time  much  of  the  competition 
of  a  few  years  earlier,  which  had  resulted  from  the  presence  of 
independent  grain  buyers,  had  been  (  .  . ough  the  creation  of  a 

few  large  organizations  commonly  referred  to  em  line  elevator  companies. 
Farmers  felt  that  these  companies  were  in  a  -position  to  exact  heavy  toll 
from  the.-,  and  also  chirped  that  trey  -ere  in  league  with  the  railways, 
lumber  dealers,  wholesale  trade  and  :   lement  concerns  to  exact  un- 
reasonable tribute  from  an  already  de  rem..     alerltr.re.  Accordingly, 
new  interest  rem  aroused  in  the  organization  of  farmers'  elevator 
companies.  In  Iowa  alone,  32  companies  -ere  formed  between  18S5  and 
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1903  and  in  Minnesota  3^  companies  were  operating  in  1Q00.  Other  grain- 
producing  states  experienced  si ii]  ir  activj 

The  refusal  of  commission  companies  to  handle  farmer  elevator 
"business,  "because  of  the  threatened  boycott,  was  particularly  hard  on 
the  fanners'  companies.  By  1304  only  a  small  proportion  of  the  farmers' 
elevators  vhich  had  been  organized  during  the  preceding  20  years  was 
still  in  existence.   7n  that  year  two  commission  companies  selling  grain 
on  the  Chicago  Board  of  Trade  announced  that  they  could  risk  the  dis- 
pleasure of  the  grain  trade  by  handling  consignments  for  farmers' 
elevators.  This  proved  an  incentive  to  renewed  organization  activities 
■  and  paved  the  ray  for  the  tremendous  interest  shown  in  the  formation  of 
farmers'  elevators  during  the  next  1 5  years.   In  this  time  several 
thousand  of  these  organizations  'were  formed.   The  number  of  associations 
reporting  to  the  United  States  Department  of  Agriculture  in  I92S  v.ras 
approximately  3>300>  °^  "which  probably  40  per  cent,  in  the  viewpoint  of 
many  persons,  are  not  strictly  cooperatives. 

Cooperative  effort  in  grain  marketing  at  points  other  than  at 
local  markets  has  expressed  itself  in  a.  number  of  ways  during  the  last 
15  years.  Ihe   establishment  of  cooperative  grain  commission  houses  in 
the  terminal  markets  by  farmers'  elevam-ors  "/as  one  of  the  first  mays. 
The  Equity  Cooperative  Exchange  established  in  I91S  was  the  first. 
There  are  now  several  cooperative  commission  houses  operating  in 
terminal  markets.   The  U.  S.  Grain  G-rov/ers,  Incorporated,  organized  in 
1321  was  the  first  attempt  to  establish  an  extensive  cooperative  sales 
organization  in  the  terminal  markets  for  farmers1  elevators  and  farmer 
consigners.  Ihe   formation  of  the  Grain  Marketing  Company,  August  1, 
1324,  was  an  attempt  to  set  up  and  acquire  terminal  market  grain 


Farmers'  elevators;  at  country  -points,  in  the  marketing  structure, 
have  exerted  a  decidedly  beneficial  competitive  influence  in  afforclin 
essertiel  marketing  servj.ee  at  cost.  Better  treatment  in  the  matter  of 
grades,  weights  and  dockage  is  also  credited  to  their  existence.  TJhile 
they  have  accomplished  a  great  dead  to  solve  local  grain  marketing  prob- 
lems, farmers'  elevators  can  still  further  increase  their  operating 
efficiency.  The  sound  business  principles  that  are  essential  to 
efficient  operation  are  often  not  grasped. 

Studies  of  elevate;;  Dperation  have  disclosed  that  there  '-ere  mm 
avenues  of  loss  in  the  operation  of  farmers'  elevamors.   On  account  of 
unit  operations,  limited  capital  resources,  and  the  services  thej'-  are 
required  to  furnish,  they  are  often  more  susceptible  to  losses  than  are 
the  lin     ,   of  elevators.  Line  elevators,  for  example,  have  r 
advantages,  '.vhich  result  from  a  larger  aggregate  business.   They  cs.ii 
economize  or  local  managerial  costs  and  emploj     best  available 
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management  for  general  supervision  and  for  the  selling  of  grain.  The 

ownership  of  terminal  facilities  and  better  knowledge  of  market  demands 
enables  then  to  hold,  mix,  and  condition  grain  and  thus  increase  its 
value  in  ways  that  are  not  open  to  farmers'  elevators  operated  as  a 
local  unit . 

The  present  trend  seems  to  point  towards  the  federation  of  local 
farmers'  elevators  for  the  -purpose  of  routing  to  best  advantage,  handling 
risk  problems  from  a  group  standooint,  arranging  for  terminal  -.varehousing 
and  conditioning  service,  furnishinr  accounting  service,  making  market 
analyses,  scllinm  to  better  advantage,  and  rendering  services  in  many 
ways  with  the  producers'  interest  in  mind.   This  requires  better  merchan- 
dising of  grain  to  secure  greater  net  returns  to  the  grower,  in  addition 
to  any  small  profits  that  may  result  from  economies  of  large-scale  :pera- 
tion. 

The  development  of  efficient  central  marketing  agencies  under  the 
patronage  dividend  plan  night  eventually  influence  the  vhde  terminal 
marketing  field  in  much  the  same  manner  that  the  farmer  elevator  move- 
ment has  influenced  country  grain  marketing.   If  such  a  movement  crystal  - 
izes,  either  through  federation  of  strong  local  units  or  through  ether 
forms  of  organization  that  mould  extend  the  marketing  service  beyond  the 
.farmers'  cooperative  elevator  st->ge,  success  will  bo  dependent  only  upon 
the  ability  of  such  c rganiioations  to  maintain  the  same  high  degree  of 
business  efficiency  that  prevails  under  private  operati:n  of  the  same  mar- 
Ice  t  me  chan.  i  sm  s . 

The  difference  between  private  and  cooperative  marketing  is  not 
fundamentally  in  the  service  performed,  for  trie  same  essential  marketing 
services  must  be  rendered  in  either  case.   Unocr  private  enterprise, 
profits  for  the  owners  are  the  primary  consideration,  and  profitable  mar- 
gins are  the  chief  interests,  while  cooperative  marketing  by  producers 
must  be  fundamentally  interested  in  maximum  net  returns,  whether  this  be 
obtained  by  a  reduction  of  margins,  more  even  distribution  to  market,  or 
better  adjustment  of  suamly  to  the  demand. 

The  Wheat  Pool  Era 

During  the  last  seven  years  state-wide  wheat  marketing  associa- 
tions or  wheat  pools  have  been  organized  in  the  -arincipal  grain-producing 
states,  and  in  some  cases  federations  of  these  associations  ha.ve  set  up 
sales  agencies  in  the  terminal  markets.  Trie    first  wheat  pool  in  this 
country  was  organized  in  the  State  of  Washington  early  in  1920.   The 
Washington  VUheat  Growers'  Association  operated- three  seasons  and  sold 
c~ proximately  12,300,000  bushels  of  grain.   The  second  of  the  wheat  pools 
was  also  formed  in  1820  in  Idaho.   This  was  fallowed  by  other  pools 
in  the  Northwest,  and  later  by  similar  organizations  in  the  Middle 
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West  and  Southwest.  The  pools  formed  in  1520,  1921,  and  1922  en- 
countered declining  prices  and,  becau.se  of  conditions  over  which  they 
had  no  control,  several  of  them  "nave  ceased  to  operate. 

Profiting  "oy  the  experience  of  the  earlier  associations,  many 
pools  formed  a  year  or  two  later  corrected  certain  weaknesses,  and,  as 
they  were  favored  by  more  stable  prices,  they  have  succeeded  in  estab- 
lishing themselves  as  important  factors  in  the  grain  marketing  structure 
of  this  count ry. 

The  nine  associations  which  are  a.ctive  today  are  located  in 
North  Dakota,  South  Dakota,  Minnesota,  Kansas,  Colorado,  Nebraska, 
Oklahoma,  Texas  and  Indiana.   The  present  tendency  among  the  large-scale 
wheat  pools  is  to  spread  out  and  undertake  to  serve  members  in  adjoining 
states.  The  Nortn  Dakota  association  is  soliciting  members  in  Llontana, 
and  the  Central  States  association,  with  headquarters  at  Indianapolis,  is 
receiving  members  who  are  residents  of  Ohio  and  Illinois. 

Several  of  the  associations  hace  arranged  to  control  elevator 
facilities  for  the  actual  handling  of  grain  delivered  by  their  members. 
The  North  Dakota  association  has  acquired  17  country  elevators,  the 
Central  States  Soft  wheat  Growers'  Association  has  obtained  control 
of  a  large  terminal  elevator  in  Indianapolis,  and  the  Kansas,  Oklahoma, 
Nebraska  and  Colorado  associations  have  united  in  creating  a  subsidiary 
company,  the  Southwest  Cooperative  Wheat  Growers'  Association,  which 
serves  as  their  sales  agency  and  controls  terminal  elevator  facilities 
at  Leavenworth  and  Kansas  City. 

Perhaps  the  most  important  accomplishment  of  the  wheat  pool 
movement  is  that  it  has  aroused  a  more  lively  interest  in  grain  market- 
ing among  farmers,  grain  men,  and  the  public  in  general.   Activities 
'."kick  are  educational,  which  direct  attention  to  existing  conditions, 
are  likely  to  meet  /itk  some  degree  of  response.   It  is  not  unreasonable 
to  conclude  that  such  activities  on  the  part  of  the  pools  have  brought 
benefits  to  grain  producero. 

In  this  brief  way  I  have  attempted  to  sum  up  the  development 
in  this  country.  Let  us  'ior  turn  our  attention  to  the  accomplishments 
of  our  Canadian  neighbors. 

The  Coonerekive  Elevator  Movement  in  Canada 

The  pioneer  farmers  on  the  C  madian  prairies  experienced  grain 
rketing  conditions  and  problems  similar  to  those  found  in  the  United 
States  toward  the  end  of  the  last  century.   Farmers  complained  that 
privately- owned  •  elevator  companies  mere  not  paying  as  much  as  grain 
was  worth  in  the  terminal   rkets.   It  mam  also  charged  that  elevator 
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that  some  trere  not  giving  fail 

The  early  cooperative  efforts  anong  Canadian  grain  producers  uere 
almost  identical  to" those  of  the  Middle  "Jest  farmers  in  that  they  aimed 

at  the  solution  of  the  grain  farmers'  proDlens  by  providing  for  fas 
owned  facilities.   In  1S99,  2C~  farmers'  elevators  -ere  operating  in 
Canada.  In  spite  of  an  increase  in  number  during  the  next  for:  years, 
most  of  these  independently  osmed  and  operated  farmers'  elevators  fail 
because  they  vrere  -arable  to  compete,  in  the  purchase  of  grain,  with 
strongly  organized  line  elevator  companies  and  milling  companies  arc.  with 
elevators  at  many  points.  Opposition  to  the  farmers'  elevators  in  Canada, 
as  in  the  United  States  at  bhat  time,  cane  largely  from  these  sources.   It 
was  held  oy   farmers  that  their  local  associations,  which  mere  usually 
inadequately  financed,  could  not  compete  in  the  purchase  of  grain  with 
agencies  rhich  could  overpay  the  market  at  points  where  farmers'  compan- 
ies operated  and  make  up  their  loss  at  points  where  no  such  competitions 
existed. 

Having  discovered  that  local  elevators  mere  not  likely  to  solve 
their  problems,  Canadian  farmers  made  two  important  changes  in  the  form 
ov  their  cooperative  grain  marketing  movement.  First,  they  entered  the 
terminal  markets;  and  second,  they  orgmiised  farmers'  elevators  at  coun- 
try points  along  the  line  system. 

The  Winnipeg  Grain  Exchange,  the  principal  Canadian  grain  market, 
had  already  been  trie  subject  of  much  discussion  in  agricultural  circles 
of  western  Canada.   Farmers  argued  that  the  Exchange  was  the  meeting 
piece  of  the  country  grain  trade  of  western  Canada  aed  the  pivoted  point 
in  the  whole  grain,  marketing  structure  of  the  Canadian  west.  They  re- 
sented the  fact  that  this  organization  embodied  only  private  companies 
engaged  in  the  handling  of  grain  which  farmers  had  produced.   They  also 
believed  these  commanies  '"ere  obtaining  excessive  arofits  and  were  in  a 
nosition  tc  control  the  prices  ^aid  for  groan.   In  such  a  market  farmers 
felt  they  could  not  expect  fair  treatment.   In  other  mores,  the;-  felt  the 
need  of  the  farmers'  influence  'ckrough  cooperative  organisation  in  the 
t  e  rmi  nal  marke  t . 

Their  experience  eith  local  farmers'  elevators  and  the  feeling 
of  dis sat. i -faction  with  the  terminal  market  situation  expressed  itself 
in  I90S  in  the  organisation  :f  0  farmers'  commission  company,  kno.Tn  as 
the  Grain  Growers'  Grain  Company,  to  operate  on  ;ne  Winnipeg  Grain  Ex- 
change. Tifhile  this  fanners'  terminal  commission  agency  was  designed 
to  operate  in  the  three  grain  provinces,  Hani to oa,  Saskatchewan  and 
Alberta,  it  centered  its  activities  primarily  in  Manitoba. 
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Soon  after  the  formation  of  the  Grain  Growers'  Grain  Company, 
there  arose  c   relieved  demand  for  farmer-owned  country  elevators.  Ex- 

ience  had  already  shown  that  individual  local  elevators  could  not 
solve  the  problem^  so  consideration  was  given  to  means  "by  which  a  line 
of  elevators  might  be  obtained  to  operate  in  the  interests  of  farmers. 
It  was  believed  that  such  an  organization,  linked  vco   with  the  Grain 
Growers'  Grain  Company  as  soiling  agent,  would  be  able  to  compete  suc- 
cessfully with  the  privately- owned  line  elevator  and  milling  companies. 
However,  capital  was  not  available  among  farmers  for  such  an  undertaking. 
As  an  alternative,  farmers  requested  the  Governments  of  the  three  Prairie 
Provinces  to  establish  a  line  of  elevators  as  a  -public  utility.  The 
Governments  of  Saskatchewan  and  Alberta  did  not  consider  that  this  was 
the  best  way  to  solve  the  problems,  so  turned  attention  to  other  possible 
solutions,  but  the  Manitoba  Legislature  agreed  to  the  proposal.  Accord- 
ingly, a  line  of  about  170  country  elevators  was  acquired  and  operated 
for  the  two  seasons  I5IC-II  and  1911-12.   At  the  conclusion  of  the  second 
year's  operation,  the  accumulated  lose  had  amounted  to  several  hundred 
thousand  dollars  and  the  Government  decided  to  retire  from  the  business 
by  leasing  its  elevators  to  the  Grain  Growers'  Grain  Company.   In  this 
/  the  farmers'  grain  commission  association  acquired  country  elevators. 

Following  the  organisation  of  the  Grain  Growers*  Grain  Company, 
the  farmers  of  Saekatchevrn,  assisted  financially  by  loans  from  the 
Government  of  that  province,  established  the  Saskatchewan  Co operative 
Elevator  Company,  Ltd.  in  l':10.   Since  the  date  of  its  formation  and 
until  its  purchase  by  the  Saskatchewan  TTiieat  pool  in  July  13 26,  the 
Saskatchewan  Cooperative  Elevator  Company  acquired  U^l  country  eleva- 
tors and  terminal  elevators,  with  capacity  of  more  than  1   million  bu- 
shels.  In  addition,  terminal  elevators  with  another  S  million  bushels 
capacity  vere  operated  under  lease. 

In  1913 >  grain  producers  in  Alberta  organized  a  third  coooerodive 
line  elevator  aesocia/tion  on  a  basis  similar  to  that  adopted  in 
Saskatchewan;  that  is,  the  Government  advanced  C-3  per  cent  of  the  capi- 
ta.! necessary  for  'dee  acquisition  of  elevator  facilities.   In  the  case 
of  both  Saskatchewan  and  Alberta,  the  Government  loans  "ere  on  the  bacis 
of  20  years  with  low  interest  rates;  the  total  principal  and  interest  rerc 
repaid  on  the  amortization  "law. 


_  o  _ 

In  1917,  the  Alberta  Farmers'  Cooperative  Elevator  Company  and 
the  Grain  Gro-\.rs»  Grain  Company  (formed  in  19G0)  vrere  amalgamated  under 
the  name  United  Grain  Growers.  Through  successful  development  this 
cooperative  organization  has  acquired  over  UOO  country  elevators  end 
operates  terminal  elevators  at  the  Groat  Lakes  and  Pacific  ports. 

Since  1917,  "both  of  these  cooperative  grain  organizations  have 
extended  their  activities  zo   include  complete  facilities  for  the 
handling  and  selling  of  grain  from  country  elevators  to  export  -aoncies. 
Both  organizations  established  co:amission  departments  on  the;  Winnipeg 
Grain  Exchange  and  seats  wore  held  on  the  Chicago  Board  of  Trade  and 
Minneapolis  Chamber  of  Commerce.   Subsidiary  exporting  companies  were 
ov.T.ed  and  controlled  by  each  organization.   The  tvro  organizations  acquired 
about  900  country  elevators  and  in  addition  terminal  elevators  with  a 
capacity  of  approximately  thirty  million  bushels.  About  25  por  cent  of 
the  grain  jnarketed  in  Canada  was  handled  ^y   these  two  companies  whose 
combined  membership  amounted  to  about  63, 000.   In  192c,  a  majority  of 
the  shareholders  of  the  Saskatchewan  Cooperative  Elevator  Company  who 
had  also  signed  wheat  -oool  contracts  requested  the  sale  of  their  company's 
facilities  to  the  Saskatchewan  Wheat  pool  officially  known  as  Saskatchewan 
Cooperative  Uheat  Producers,  Limited.  United  Grain  Growers,  however, 
continue  to  operate  as  sv/.ch. 

It  is  significant  that  these  two  large  far:  ere1  cooperative 
grain  organisations developed  in  Canada  during  the  last  twenty  years, 
adopted  the  general  methods  of  their  private  competitors,  and  did  not 
attempt  to  change  the  general  system  of  marketing.  Becau.se  of  this 
fact  they  hove  recently  "been  criticised  by  many  farmers  in  western 
Crmada  who  have  turned  their  attention  to  the  pooling  method.  But, 
during  this  time  they  have  done  a  great  deal  of  educational  work  among 
farmers  in  western  Canada.   The;r  have  not  only  advanced  the  farmers' 
knowledge  of  cooperative  principles  and  practices,  but  have  also  taught 
them  to  regard  the  wroblem  of  cooperative  marketing  from  a  regional 
viewpoint  rather  than  from  that  of  the  local  elevator  or  community 
viewpoint.   In  addition,  they  have  trained  a  large  number  of  grain 
marketing  specialists  and  cooperative  executives,  many  of  whom  are  now 
a  part  of  the  staff  of  the  wheat  pools. 

The  wheat  pool  Era  In  Canada 

The  cooperative  movement  in  Canada  with  which  ~e  are  most 
familiar  is  the  adoption  and  rapid  development  of  the  pooling  method 
of  marketing  during  the  last  three  years.   The  Alberta  Wheat  Fool,  known 
as  Alberta  Cooperative  Uheat  producers,  Limited,  ;:as  incorporated  in 
the  Pall  of  1923  end  begen  operations  in  October.   The  Saskatchewan 
and  Manitoba  pools  ( incorporated  under  the  nw.es  "Cooperative  wheat 
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Producers,  Limited"  prefixed  "by   the  names  of  the  Provinces)  began 
operations  in  192U.  The  sure  year  a  central  selling  agency  (known 
officially  as  Canadian  Cooperative  Tiheat  Producers,  Limited)  was 
established  to  soli  all  grain  received  "by  the  three  provincial  pools. 

Approximately  thirty-four  million  bushels  of  1323  crop  were 
handled  by  the  Alberta  pool,  lore  than  81,000,000  bushels  vrero 
hurdled  op  the  three  pools  during  the  crop  year  192H- 25 :  and  approxi- 
mately 212,000,000  bushels  in  1Q25-20.  The  membership  now  exceeds 
lUo,000  which  is  approximately  56  per  cent  of  the  total  farmers  in 
the  Provinces  of  Ivianitoba,  Saskatchewan  end  Aloerie. 

Prom  the  foregoing  brief  outline  of  the  development  of  coopera- 
tive grain  marketing  in  the  United  States  and  Canada,  it  may  bo  observed 
that,  although  in  er.ch  country  the  movement  began  with  the  acquisition 
of  local  facilities,  producers  in  Canada  le.ter  changed  their  vie-point 
and  directed  their  efforts  toward  perfecting  cooperative  line  elevator 
organizations  ?.n£  terminal  market  operation.   3c  much  emphasis  has  been 
placed  on  this  latter  development  that  ■  comparatively  for-  people  knot: 
that  Canada  once  had  a  local  elevator  program  well  under  way,  This 
change  ox  policy  on  the  part  of  Canadian  farmers  laid  the  basis  for 
unity  of  action  and  prepared  tne  ground  for  developments  that  have  teken 
place  in  recent  pears. 

The  cooperative  line  elevator  e.cveaent  lees  been  -acre  favorably 
received  end  ha::  reached  greater  significance  in  Canada  then  in  the 
United  States.  Again  in  recent  years  the  pooling  principle  as  applied 
to  grain  marketing  has  been  more  .udoly  accepted.  Many  have  questioned 
why  there  has  "oecMi   such  a  difference  in  the  rate  of  progress.   A  pert 
of  the  answer  is  probably  found  in  the  inherent  physical  conditions, 
in  government  policies  end  in  economic  development  in  the  two  countries. 

Diiferent  production  ana  larhetivig  conditions  at  different 
stages  of  agricultural  development  pi"?  rise  to  different  marketing 

e.   variations  in  the  amounts  and  hinds  of  grain  produced  in 
different  sections,  the  manner  in  which  it  neves  to  market,  its  uses, 
and  the  rate  of  marketing  by  farmers,  eve  resulted  in  regional  differ- 
ences in  the  marketing  mechanism  and  organization.   Changes  which  have 
taken  place  re  farming  practices  in  different  sections  and  in  different 
stages  of  our  agricultural  progress  .  ve  br<    b  rbout  changes  in  the 
marketing  structure.  1':.e   use  ol'   Ira  s  harvester  ^Combines"  illustretes 
this  for  it  is  bri]     fbout  changes  toe  '. 
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The  variation  in  -production  a.ic'  marketing  conditions  in  the 
two  countries  has  influenced  the  type  of  marketing 
The  Canadian  crop,  consisting  almost  exclusively  of  one  variety  of 
hard  spring  wheat,  is  grown  in  one  region,  in  which  production  and 
marketing  practices  are  standardized.  The  hulk  of  the  crop  passes 
through  one  city  and  over  one  route  to  eastern  and  export  markets. 
It  would  seen  that  this  product  ion- and  market-outlet  situation  in 
Canada  could  he  conducive  to  development  of     eting  machinery  along 
regional  lines. 

The  marketing  of  the  grain  crop  of  the  United  States,  on  the 
other  hand,  presents  many  complexities  -  more  in  fact  that  are  usually 
appreciated. 

Some  of  the  problems  to  he  solved,  "by  those  interested  in  im- 
proving the  existing  situation,  are  the  result  of  geographic  condi- 
tions. '  The  location  of  various  producing  areas  with  respect  to  market 
outlets  is  a  factor  which  influences  the  character  of  the  local  and 
central  marketing  structure.   In  the  Southwest  winter  wheat  region, 
heavy  local  milling  prevails,  together  with  extensive  forwarding  of 
surplus  wheat  direct  from  local  points  to  the  Gulf  for  export. 
The  spring  wheat  region  is  further  removed  from  mill  and  export  outlets. 
I.i  ills  centered  in  Ldnneapolis  absorb  most  of  the  spring  wheat,  and 
space  must  be  provided  to  hold  a  large  part  of  the  crop  for  milling 
during  the  entire  year.  At  the  head  of  the  Great  Lakes,  where  the 
assembling  of  most  of  the  durum  and  spring  wheat,  rye  and  flax  takes 
place,  for  movement  across  the  Lakes  to  manufacturers  or  for  export, 
it  was  found  necessary  to  erect  warehouses  capable  of  handling  peak 
market  loads  during  the  fall  and  winter  until  spring  navigation  opened. 
With  the  development  of  cheap  Lake  transportation  of  grain,  Buffalo  has 
rapidly  become  an  important  milling  center. 

Climate  and  topography  are  responsible  for  other  differences  be- 
tween producing  areas.   These  conditions  have  resulted  in  the  production 
of  many  different  kinds  and  varieties  of  grain.  Ihe   marketing  of  the 
wheat  crop  in  this  country  is  greatly  complicated  by  the  existence  of 
several  distinct  clashes  and  many  varieti.es.  The  Southwest  produces 
largely  a  hard  red  winter  wheat;  the  Horthv?est,  a  hard  red  spring  wheat; 
the  Intermountain  States  of  the  northwest,  a  soft  white  variety;  the 
I."  iddle  Western  States,  a  soft  red  wheat.  Within  each  of  these  produc- 
ing areas,  again,  there  are  differences  of  variety.  These  different 
kinds  and  varieties  find  their  way  to  different  markets. 

The  problem  is  further  complicate  '■:  ~       fferences  in  facilities 
for  handling  at  country  points  and  in  methods  of  selling  at  terminal 
markets.  These  and  other  differences  have  arisen  as  a  resv.lt  of  more 
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than  half  a  century  of  development  and  they  must  he  recognized  by  those 
interested  in  improving  the  existing  system  of  marketing. 

These  geographical  differences  suggest  that  the  development  in 
the  United  States  perhaps  has  been  a  logical  one  at  a  certain  stage  in 
our  agricultural  development  "but  they  should  not  prevent  the  develop- 
ment of  more  centralization  in  cooperative  grain  marketing  machinery 
in  regions  which  produce  the  same  grain  and  have  similar  market  condi- 
tions. 

The  differences  in  the  two  countries  already  discussed  have  a- 
risen  mainly  out  of  differences  in  climatic  and  geographic  conditions. 
They  have  resulted  in  the  development  of  different  types  of  marketing 
agencies  and  in  the  creation  of  points  of  view  which  have  assisted  the 
-development  of  Wheat  Pools  in  Canada  and  hindered  their  development 
in  the  United  States. 

The  successful  operation  of  terminal  facilities  by  the  cooperative 
line  elevator  companies  in  Canada  paved  the  r/ay  for  similarly  successful 
results  ''oy   the  Wheat  Pools.  American  pool  authorities  have  had  no  such 
background  of  experience  and  farmers  have  not  learned  of  the  possibilities 
in  this  direction.  For  these  reasons  the  .American  pools  failed  to  pro- 
vide these  contact  agencies  and  lost  the  revenue  and  support  which  it 
was  possible  to  derive  from  them. 

Another  feature  contributing  to  the  difference  in  degree  of  suc- 
,cess  attained  hy   the  pooling  movement  in  the  United  States  and  Canada 
has  to  do  with  the  attitude  of  governments  and  the  provision  of  grain 
trade  legislation.  The  .experiment  conducted  by  the  Manitoba  government 
in  the  operation  of  country  elevators,  while  in  itself  not  successful, 
nevertheless  provided  a  string  of  country  elevators  for  the  farmers  of 
that  province.   It  is  questionable  whether  this  development  would  have 
taken  place  as  soon  as  it  did,  had  it  not  been  for  this  significant 
experiment.   This  action  encouraged  cooperative  line  elevator  organiza- 
tion which,  in  turn  provided  valuable  experiences  which  were  later  used 
by  the  Pools. 

The  loaning  of  money  by  the  provinces  of  Alberta  and  Saskatchewan 
to  their  cooperative  elevator  companies  assisted  materially  in  the  ac- 
quisition of  country  and  terminal  facilities.   Ead  these  companies  been 
required  to  rely  upon  capital  obtained  from  their  members,  it  is  possible 
that  their  development  world  not  have  been  as  rapid  or  their  accomplish- 
ments as  great  and  the  resulting  effect  on  the  attitude  of  farmers  toward 
future  developments  might  have  been  quite  different. 
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Farmers  of  Western  Canada  found  it  especially  helpful  that  their 
grain  legislation  from  the  earliest  development  of  wheat  -production 
there, placed  the  marketing  of  the  crop  under  the  jurisdiction  of 
federal  authorities.  Uniform  grain  trade  legislation  has  "been  adopted 
and  has  done  much  to  facilitate  the  development  of  large  cooperative 
organizations,  inasmuch  as  trade  practices  have  "been  standardized.   As  an 
illustration  of  the  effect  on  the  present  wheat  pool  movement,  it  is  of 
interest  to  note  that  uniform  rates  for  the  handling  of  carlot  grain  have 
provided  "by  the  Canada  Grain  Act.   This  assisted  the  pools  in  drafting  a 
contract  acceptable  to  all  elevator  companies. 

The  credit  structure  of  Canada  has  been  particularly  favorable 
to  the  development  of  large-scale  cooperative  organizations.  A  branch 
"banking  system  prevails  which  enables  the  mobilization  of  larger  amounts 
of  credit  than  is  possible  where  the  banking  system  is  one  made  up  of 
independent  local  units,  as  in  the  United  States.  The  farmers'  grain 
marketing  organizations  have  had  little  difficulty  in  obtaining  the 
necessary  credit  to  insure  the  success  of  their  operations.  A  feature 
of  the  Canadian  Banking  Act  which  permits  the  expansion  of  the  circulating 
medium  to  the  extent  of  IS  per  cent  during  the  crop  handling  season,  also 
facilitates  the  movement  of  the  crop  and  adds  to  the  available  credit 
needed  by  the  cooperative  and  private  handlers  of  grain. 

The  effect  of  the  successful  operation  of  the  Canada  Wheat  Eoard 
of  ISIS  has  had  an  important  bearing  on  the  organization  and  operation  of 
the  wheat  pools  in  Canada.   In  its  method  of  doing  business,  the  Wheat 
Board  was  essentially  cooperative  in  nature  and  instituted  methods  which 
have  since  been  adopted  by  the  cooperative  organizations.   This  is  particu- 
larly true  of  the  contract  with  elevator  companies  for  the  handling  of 
grain  at  elevator  points.   The  present  wheat  pool  contract  is,  in  its 
essential  features,  modeled  after  the  contract  drawn  up  and  successfully 
used  "ay   the  Wheat  Board  in  1919. 

Different  Viewpoint  Developed 

The  foregoing  conditions  have  tended  to  favor  the  development  of 
Wheat  Pools  in  Canada.  Different,  and  somewhat  less  favorable  conditions 
have  prevailed  in  the  United  States  in  many  cases.  Important  as  many  of 
these  differences  are,  there  is  yet  another  of  greater  significance  already 
briefly  referred  to  but  worthy  of  further  consideration.   In  the  United 
States,  with  the  local  elevator  as  the  unit,  the  community  viewpoint 
has  been  developed.  Farmers  have  invested  their  money  in  a  local  organiza- 
tion, and  many  of  them  are  or  have  been  directors  of  the  local  elevator 
company  and  have  taken  more  or  less  pride  in  "aiding  its  destinies.  Atten- 
tion in  the  community  has  focused  on  its  activities  to  the  exclusion,  in 
many  cases,  of  the  larger  field  of  grain  marketing.  The  local  manager  has 
been  proud  of  his  position  and  the  authority  exercised  in  connection  with 


his  duties.  It-has  appeared  that  his  interest  would  "be  furthered  "by  de- 
veloping his  organization  strictly  along  coirrcunity  lines.  Friendly  rival- 
ry has  existed  "between  communities  in  striving  to  out  do  one  another  in 
the  support  and  conduct  of  a  local  enterprise.  These  and  other  character- 
istics have  distinguished  the  development  of  local  elevators  in  the  United 
States. . 

The  development  of  Cooperative  Line  Elevators  in  Canada  has  pro- 
duced a  different  viewpoint.   Shareholders  in  these  organizations  invest 
Their  money  in  a  provincial  or  interprovincial  organization,  not  in  a 
local  elevator,  although  a  local  association  is  formed  v/herever  an  elevator 
is  acquired.  The  operation  and  management  cf  local  elevators,  hjwever,  is 
under  the  control  of  the  central  organization.  A  local  association  acts 
only  in  an  advisory  capacity  and  has  no  authority  in  the  management  of  the 
local  elevator  out  the  local  association  sends  izz   representative  to  annual 
and  special  meetings  of  the  company  ..here  he  meets  severed  hundred  other 
delegates  from  widely  scattered  producing  areas.   In  these  meetings  the 
discussion,  dealing  as  it  does  with  a.  company  of  provincial  or  interpro- 
vincial nature,  directs  the  attention  cf  delega/tes  to  this  broader  aspect 
of  the  subject. 

That  there  a.re  unquestionably  many  arguments  in  favor  of  the 
local  elevator  policy  adopted  in  the  United  States  is  fully  appreciated. 
It  has  been  held  by  some  that  the  American  plan  is  more  democratic  and 
better  suited  to  the  ideas  of  the  weowle  and  that  the  reason  why  coopera- 
tive line  elcvamor  companies,  although  experimented  with  in  the  wast  and 
now  being  successfully  operated  in  a  comparatively  small  way,  have  net 
been  generally  endorsed  is  due  mainly  to  this  cause.   There  is  merit  in 
this  viewpoint  but  there  is  also  much  to  be  said  In  favor  of  the  Canadian 
plan,  particularly  when  it  has  been  adapted  to  meet  the  competition  of 
the  trade  which  is  similarly  organized.  However,  the  advantages  or  dis- 
advantages of  the  two  mlans  cannot  be  debated  in  this  paper  which  is  de- 
voted to  the  discussion  of  what  has  taken  place  and  to  analyzing  some  of 
the  cficcts  of  the  policies  adopted  in  the  two  countries.   It  is  believed, 
however,  that  much  cf  the  difference  in  degree  of  accompli shment  in  the 
two  countries  is  due  to  the  funda'i<r,ntal  difference  in  viewpoint  vhich  has 
been  developed  over  a  period  of  more  ohan  20  years. 

Uhether  the  pooling  principle  as  now  applied  to  cooperative  mar- 
keting of  grain  will  be  permanently  acceptable  to  farmers  has  yet  to  be 
determined.   The  significant  points  in  the  development  of  cooperative 
grain  marketing  in  these  two  countries  are  that  the  Canadians  have  suc- 
cessfully developed  large-scale  organizations,  regional  and  national  in 
scope,  whereas  in  the  United  States  our  efforts  in  this  direction  have 
been  much  less  successful.   The  carces  it  is  believed,  are  traceable  to 
the  differences  already  wointcd  out  and  particularly  to  the  characteristic 
farmer- elevator  develo-:wcnt  in  the  respective  countries  which  in  this 
country  has  led  to  the  c     dty  viewpoint  and  which  in  Canada  has  led 
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to  the  viewpoint  of  the  wheat-producing  area  as  a  whole. 

It  is  not  my  wur-DOoe  in  this  paper  to  offer  to  grain  producers 
a  ready-made  cooperative  ra  rketin   )lcn.  I  do  think,  however,  that 
v:e  recognize  the  need  of  centralization  in  the  control  and  operation 
of  country  and  terminal  elevator  facilities  by  producers'  organiza- 
tions and  also  the  desirability,  from  the  standpoint  of  the  producers, 
of  the  influence  of  cooperative  organization  in  the  distribution  and 
selling  of  grain.   In  these  two  respects  it  seems  to  me  that  the  prob- 
lems of  all  cooperative  grain  marketing  organizations,  whether  they 
operate  as  fanner  elevators,  as  pooling  associations,  or  as  terminal 
commission  agencies,  are  much  the  same.  The  objectives  of  all  these 
organizations  is  to  serve  the  grain  farmers.   It  should  be  obvious 
that  they  can  do  this  most  effectively  only  ruicn   antagonisms,  whether 
arising  from  the  clash  of  personalities  or  differences  in  methods, 
are  forgotten.  The  task  is  large  enough  to  demand  all  the  experience 
and  ability  of  all  cooperative  groups  engaged  in  the  marketing  of  grain. 
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